BEFORE THE
CALIFORNIA BOARD OF ACCOUNTANCY
DEPARTMENT OF CONSUMER AFFAIRS
STATE OF CALIFORNIA

In the Matter of the Accusation Against: | Case No. AC-2012-40

DAVID JOHN LIGHTFOOT ‘ OAH No. 2012070858
675 West Foothill Boulevard, Suite 300
Claremont, CA 91711

Certified Public Accountant Certificate No.
63828

Respondent.

DECISION AND ORDER

The attached Stipulated Settlement and Disciplinary Order is hereby adopted by the
California Board of Accountancy, Department of Consumer Affairs, as its Decision in this

matter.

This Decision shall become effective on f// 13 (a 7 3 ZO 6
It is so ORDERED H) bruaru\ [., 2013

Fooh Q@ | Ka HlappP—

FOR THE CGALIFORNIA BOARD OF
ACCOUNTANCY
DEPARTMENT OF CONSUMER AFFAIRS
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KAMALA D, HARRIS

Attorney General of Cahforma
KAREN B. CHAPPELLE

Supervising Deputy Attorney General

" Certified Pubhc Accountant Certificate No .

WILLIAM D. GARDNER
Deputy Attorney General
. State Bar No. 244817 .
© 300 So. Spring Street, Suite 1702
Los Angeles, CA 90013
 Telephone: (213) 897-21 14
Facsimile: (213) 897-2804
Attorneys for Complainant
' BEFORE THE
CALIFORNIA BOARD OF ACCOUNTAN CY
DEPARTMENT OF CONSUMER AFFAIRS
STATE OF CALIFORNIA
" In the Matter of the Accusation Against: Case No. AC-2012-40
DAVID JOHN LIGHTFOOT OAH No. 2012070858 '
675 West Foothill Boulevard, Sulte 300 | STIPULATED SETTLEMENT AND

Claremont, CA 91711 DISCIPLINARY ORDER .
63828

‘ Respondent.

IT IS HEREBY STIPULATED AN D AGREED by and between the partles to the above-
entitled proceedmgs that the followmg matters are trug: ‘
PARTIES

L. Patti Bowers (Complainant) is the Executive Officer of the California Board of

Accountancy. She ‘brought this action solely in her official capacrty and is represented in th1s

matter by Kamala D. Hams, Attorney General of the State of Ca11forn1a by W1111am D Gardner

Deputy Attorney General

2. Respondent Dav1d John nghtfoot (Respondent) is represented in th1s pro ceeding by

attorney Stephanie Sessrons Perkins, whose address is: Chapman, Glucksman, Dean, Roeb &

‘B'arger, 11900 W. Olympic Boulevard Suite 800, Los Angeles, California 90064.

3. On or about February 12, 1993, the California Board of Accountancy issued Certified
Public Accountant Certificate No. 63828 to David John Lightfoot (Respondent). The Certified”

1

STIPULATED SETTLEMENT (AC-2012-40)
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Public Accountant Certificate was in full force and effect at all times relevant to the charges
brought in Accusation No. AC-2012-40 and will expire on February 28, 2013, unless renewed.
| JURISDICTION |

4. Acdusation No. AC-2012-40 was filed before the California Board of Accountancy

' (CBA) Department of Consumer Affairsl and is currently pending against Respondent. The

Accusatlon and all other statutorily required dociments were properly served on Respondent on
Iune 5 2012 Respondent tlmely filed his Notice of Defense contestmg the Accusatlon
5. Acopyof Accusatron No. AC-2012-40 is attached as exhibit A and incorporated '.
here1n by reference, ‘
W

6. Respondent has carefully read, fully dlscussed with counsel and understands the

'charges and allegations in Accnsatlon No. AC-2012-40. Respondent has also carefully.read, fully

discussed with counse], and understands the effects of this Stipulated Settlement and Disciplinary

Order.
o 7.  Respondent is ﬁilly aware of his legal rlghts in this matter, including the right toa -

hearing on the charges and allegations in the Accusation; the r1ght to be represented by counsel at g

~his own expense; the right to confront and cross-examine the witnesses against him; the right to

present evidence and to testify on .his own behalf} the. right to the issnance of subpoenas to compel
the attendance of witnesses and the production of documents; the right to reconsideration and
court review of an adverse decision; and all other rights accorded by the California - |
Administrative Procedure Act and other apphcable laws. ‘

8. Respondent voluntar11y, knowmgly, and- mtelhgently waives and glves up each and
every r1ght set forth above.

CULPABILITY
9.  Respondent admits the trlith of each'and every charge and allegation in Accusation

No. AC-2012-40.

Vi

7

STIPULATED SETTLEMENT (AC-2012-40)
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10. Respondent agrees that h1s Cert1ﬁed Piblic Accountant Certificate is subject to’

' 'd1sc1p1me subject to discipline and he agrees to be bound by the CBA’s probat1onary terms as set

forth in the Disciplinary Order below. -
CONTINGENCY
~ 11.  This stipulation shall be subject to approval by the Californja Board of Acceuntancy.

Respondent understarids and agrees that counsel for Complainant and the staff of the California

‘Board of Accountancy may communicate directly with the CBA regarding this stipulation and

settlement w1thout notice to or partlc1pat10n by Respondent or his counsel, By signing the
st1pulat10n, Respondent understands and agrees that he may not withdraw h1s agreement or seek
to rescind the stipulation prior to the time the CBA considers and acts upon it. If the CBA ‘fails to
adopt this stipulation as its Decision and Order, the Stipulated Settlement and Disciplmary Order
shall be of no force or effect, except for this paragraph, it shall be inadmissible in any legal action
between the parties, and the CBA shall not be d1squa11ﬁed from further act1on by having-
considered this matter.

12. The parties understand and agree that facmmﬂe copies of this Stlpulated Settlement
and Disciplinary Order, including facsimile signatures thereto, shall have the same force and
effect as the originals. . | :

13, This Stipulated Settlement and Dlsciplinary Order is i.ntended by the parties to-be an

integrated writing representing the complete, final, and exclusive embodiment of their agreemeént.

It supersedes any and all prior or contemporaneous agreements understandings, discussions,

negotiations, and commitments (wrltten or oral). This Stlpulated Settlement and Disciplinary

Order may not be altered, amended modlﬁed supplemented or otherw1se changed except bya

writing executed by an authorized representatlve of each of the parties. . |
14. In consideration of the foregoing adrmssmns and stipulations, the parties agree that-

the CBA may, without further notice or formal proceeding, issue and enter the following

Disciplinary Order: . L | |

i

1
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- DISCIPLINARY ORDER
JITIS HEREBY ORDERED that Certified Public Accountant Certificate No. 63828 issued

to Respondent David John Lightfoot (Respondent) is revoked. However, the revocation is stayed

and Respondent is placed on probation for three (3) years on the folloWing terms and conditions,

1., Obey All Laws/Rules Respondent shall obey all federal, state and local laws, and
all rules relatmg to the practlce of public accountancy in California.

2. Cost Reimbursement, Respondent shall reimburse the CBA. $8,5 50.40 for costs
incurred in its investigation and prosecution of this matter. Payment shall be made as follows: -
quarterly payments of $1l 068.80 shall be due and submitted to the Board in conjuncti‘on with the
requ1red quarterly ertten reports, with the ﬁnal payment bemg due one (1) year before probatlon
is scheduled to terrnmate ‘

.3. ‘Submit Written Reports. Respondent shall submit, within ten (10) days of
cornpletion' of the quarter, written reports to the CBA. on a form obtained.'fror',n the CBA. The
Respondent shall submit, under penalty of perjury; such other written reports, declarations, and
verification of actions as are required, These declarations shall contain statements relative to‘ :
Respondent's cornpliance with all the terms and conditions of probation.. Respondent shall
immediately execute all release of 'information' forms as may be required by the CBA or its
representatives.’ | » ~

4. Personal Appearances Respondent shall, durmg the penod of probation, appear in

person at mtervrews/meetmgs as directed by the CBA or its designated representatlves prov1ded

such notification i is accomplished in a timely manner.

5., Comply With Prob atmn Respondent shall fully comply with the termis and
cond1t1ons of the probation nnposed by the CBA and shall cooperate fully with representatives of
the Board of Accountancy in 1ts momtormg and investigation of the Respondent's comphance
w1th probation terms and conditions.
| 6.  Practice Investlgatlon. Respondent shall be subject to, and shall permtt, practice -
Ainvestigatr'on of the Respondent‘s professional practice. Sucha practice invest_igation shall be

I
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conducted by representatives of the CBA, provided notification of such reVieW is accomplished in
a timely menner. | | | ' o

7. | Comply With Citations. Respondent shall comply with all final orders resnlting
from 01tat1ons issued by the Board of Accountancy, '

8. Tolhng of Probation for Out-of-State Res1dence/Pract1ce In the event

‘Respondent should leave California to reside or practice outside this state, Respondent must

notify the CBA in writing of the dates of departure and retu_rn. Periods of non-California .
resideney or practice outside the state shall not apply to reduction of the 'probationar'y period, or -
of any suspension. No obligation imposed herein, including requirements to file written reports,
reimburse the CBA costs, or make restitution to consuiners, shail be suspended or otheivizise
affected‘ by such periodsl of out-of-state residency or practice except at the written direction of the
CBA. | - - |
o, Violetion~0f Probation. If Respondent violates probation in eny. respect, the CBA,
a‘fc_er giving Respondent notice and an opportunity to be heard, ~ma.yA revo.ke probation and carry
out the disciplinary order that was stayed. If an accusat1on or a petition to revoke probation is
filed agamst Respondent during probat1on the CBA shall have contmumg jurisdiction until the
matter is final, and the per1od of probatlon shall be extended until the matter is ﬁnal

10, Completion of Probation, Upon successful complet1on of probation Respondent'
license w111 be fully restored. '

.11, Ethics Contmumg Education. Respondent shall complete four (4) hours of

| continuing education in course subject matter pertaining to the followmg. a review of nationally

recognized codes of conduct emphaéizing how the codes relate to professionai responsibilities;

case-based instruction focusing on real-life situational learning; ethical dilemmas facing the
S .

“accounting profession; or business ethics, ethical sensitivity, and consumer expectations (withiti a

given period of time or prior to resumption of piaetice). Courses must be a minimum of one hour
as described in California Code of Regulations Section 88.2, (Courses will be passed prior to
resumption of practice where license las been suspended or where otherwise appropriate.)

"

STIPULATED SETTLEMENT (AC-2012-40).
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If respondent_,fails to complete said courses within the time period provided, respondent

' shall so notify the CBA and shall cease practice until respondent completes said courses, has

submitted proof of sume to the CBA, and has been notified by the CBA that he or she may
resume practioe. Failure to compléte the required couﬁes no later than 100 days prior to the
termination of probation shall constltute a violation of probation, -

12, Active License Status. Respondent ‘shall‘at e!l times mamtam an getive lxcense status
with the CBA, including during any period of suspension. If the license is cxpxred at the time the
CBA's decision becomes effective, the license must be renewed within 30 days of the effective-
date of the decision, ' , | ’
- ACCEPTANCE
1 have carefullyl read the above Stipulated Settlement and Disciplinary Order and have fLilly

disoussed it with my attorney, Stéphanic Sessions Perkins, I understand the stipulation and the

“effeot it will have on my Certified Pﬁblic Accountant Certificate. I'enter into this Stipulated

Settlement and Disciplinary Order voluntarily, knowingly, and intelligently, and agree to be

bound by the Decision and Order of the California Board of Accountancy.

DATED: /,z//g//,,z;,' D), %W
A "DAVID JORKN LIGH‘TFoo# v
Respondent

I have read and fully dlscussed with Respondent Dav1d John L1ghtfoot the terms and

condltlons and other matters contamed 1|\h1f%vc Stipulated Settlement and Disciplinary Order,

Trapprove its form and conteut

DA'ITED:( [‘l \L/ \?,. / "*;)6 %" | /Km,,./'

\Stephan ie Ses sions Perkins
Attorney for Respondent

n
nm
i
i
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- ENDORSEMENT

The foregoing Stipulated Settlement and Disciplinary Order is hereby r'espectﬁally'.
submitted for consideration by the California Board of Accountancy of the Department of

Consumer Affairs.

Dated: /2//&// 2 '  B ‘ Respf:ctfillly submitted,

.. KAMALA D, HARRIS
Attorney General of California
KAREN B. CHAPPELLE :
Supervising Deputy Attorney General

WILLIAM D. GARDNER

Deputy Attorney General
Attorneys for Complainant

LA2012506357 .
51205172.doc

. STIPULATED SETTLEMENT (AC-2012-40)
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Accusation No. AC-2012-40
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KAMALA D. HARRIS

Attorney General of California

KAREN B. CHAPPELLE

Supervising Deputy Attorney General

WILLIAM D. GARDNER

Deputy Attorney General

State Bar No. 244817
300 So. Spring Street, Suite 1702
Los Angeles, CA 90013
Telephone: (213) 897-2114
Facsimile: (213) 897-2804

Attorneys for Complainant

BEFORE THE
CALIFORNIA BOARD OF ACCOUNTANCY
DEPARTMENT OF CONSUMER AFFAIRS
STATE OF CALIFORNIA

In the Matter of the Accusation Against:

DAVID JOHN LIGHTFOOT
675 West Foothill Boulevard, Suite 300
Claremont, CA 91711

Certified Public Accountant Certificate No.
63828

and

LIGHTFOOT, RALLS & LIGHTFOOT,
C.P.As, LLP

675 West Foothill Boulevard, Suite 300
Claremont, CA 91711

Certified Public Accountantcy Partnership
Certificate No. PAR 5691,

Case No. AC-2012-40

ACCUSATION

Respondents.
Complainant alleges:
PARTIES
1. Patti Bowers (Complainant) brings this Accusation solely in her official capacity as

the Executive Officer of the California Board of Accountancy, Department of Consumer Affairs,

2. Onor about February 12, 1993, the California Board of Accountancy issued Certified

Public Accountant Certificate Number 63828 to David John Lightfoot (Respondent Lightfoot).

1
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The Certified Public Accountant Certificate was in full force and effect at all times relevant to the
charges brought herein and will expire on February 28, 2013, unless renewed.

3. Onorabout April 23, 1992, the California Board of Accountancy issued Certified
Public Accountantcy Partnership Certificate Number PAR 5691 to Lightfoot, Ralls & Lightfoot
C.P.A.’s (Respondent Firm). The Certified Public Accountantcy Partnership Certificate was in
full force and effect at all times relevant to the charges brought herein and will expire on April 30,
2014, unless renewed.

JURISDICTION

4. This Accusation is brought before the California Board of Accountancy (CBA),
Department of Consumer Affairs, under the authority of the following laws. All section
references are to the Business and Professions Code unless otherwise indicated.

5. Section 5109 provides:

“The expiration, cancellation, forfeiture, or suspension of a license, practice privilege, or
other authority to practice public accountancy by operation of law or by order or decision of the

board or a court of law, the placement of a license on a retired status, or the voluntary surrender

ofa license by a licensee shall not deprive the board of jurisdiction to commence or proceed with

any investigation of or action or disciplinary proceeding against the licensee, or to render a
decision suspending or revoking the license.”

6. Section 5100 states:

"After notice and hearing the board may revoke, suspend, or refuse to renew any permit or
certificate granted under Article 4 (commencing with Section 5070) and Article 5 (commencing
with Section 5080), or may censure the holder of that permit or certificate for unprofessional

conduct that includes, but is not limited to, one or any combination of the following causes:

"(g) Willful violation of this chapter or any rule or regulation promulgated by the board
under the authority granted under this chapter.
1
1
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7. Section 5101 states:

“After notice and hearing the board shall revoke the registration and permit to practice of a
partnership if at any time it does not have all the qualifications prescribed by the section of this
chapter under which it qualified for registration. After notice and hearing the board may revoke,
suspend or refuse to renew the permit to practice of a partnership or may censure the holder of
such permit for any of the causes enumerated in Section 5100 and for the following additional
causes:

(a) The revocation or suspension of the certificate or registration or the revocation or
suspension of or refusal to renew the permit to practice of any partner.

(b) The cancellation, revocation or suspension of certificate or other authority to practice or
refusal to renew the certificate or other authority of the partnership of any partner thereof to
practice public accountancy in any other state.”

8.  Section 5061 states:

"(a) Except as expressly permitted by this section, a person engaged in the practice of
public accountancy shall not:

(1) pay a fee or commission to obtain a client or (2) accept a fee or commission for
referring a client to the products or services of a third party.

"(b) A person engaged in the practice of public accountancy who is not performing any of
the services set forth in subdivision (c) and who complies with the disclosure requirements of
subdivision (d) may accept a fee or commission for providing a client with the products or
services of a third party where the products or services of a third party are provided in
conjunction with professional services provided to the client by the person engaged in the practice
of public accountancy. Nothing in this subdivision shall be construed to permit the solicitation or
acceptance of any fee or commission solely for the referral of a client to a third party.

"(c) A person engaged in the practice of public accountancy is prohibited from performing
services for a client . . . for a commission or from receiving a commission from a third party for

providing the products or services of that third party to a client . . . during the period in which the
1
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person also performs for that client . . . any of the services listed below and during the period
covered by any historical financial statements involved in those listed services:

(1) An audit or review of a financial statement.

(2) A compilation of a financial statement when that person expects, or reasonably might
expect, that a third party will use the financial statement and the compilation report does not
disclose a lack of independence.

(3) An examination of prospective financial information.

"(d) A person engaged in the practice of puinc accountancy who is not prohibited from
performing services for a commission, or from receiving a commission, and who is paid or
expects to be paid a commission, shall disclose that fact to any client or entity to whom the person
engaged in the practice of public accountancy recommends or refers a product or service to which
the commission relates.

"(e) The board shall adopt regulations to implement, interpret, and make specific the
provisions of this section including, but not limited to, regulations specifying the terms of any
disclosure required by subdivision (d), the manner in which the disclosure shall be made, and
other matters regarding the disclosure that the board deems appropriate. These regulations shall
require, at a minimum, that a disclosure shall comply with all of the following: )

(1) Be in writing and be clear and conspicuous.

(2) Be signed by the recipient of the product or servicq.

(3) State the amount of the commission or the basis on which it will be computed.

(4) Identify the source of the payment and the relationship between the source of the
payment and the person receiving the payment.

(5) Be presented to the client at or prior to the time the recommendation of the product or
service is made.

"(f) For purposes of this section, fee includes, but is not limited to, a commission, rebate,

preference, discount, or other consideration, whether in the form of money or otherwise.

Accusation
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9. California Code of Regulations, title 16, section 56, states:

“(a) A licensee shall not accept any fee or commission permitted by Business and
Professions Code Section 5061 unless he or she complies with the provisions of this section and
Section 56.1

“(b) A licensee who may receive a fee or commission pursuant to Business and Professions
Code Section 5061 shall furnish to the client, at or prior to the time the recommendation of the
product or service is made, a written disclosure statement in 12 point type or larger that contains
the following information:

(1) The fact that the fee or commission is to be paid for professional services and th;dt a fee
or commission cannot be accepted solely for the referral of the client to the products or services
of a third party.

(2) A description of the product(s) or service(s) which the licensee is recommending to the
client, the identity of the third party that is expected to provide the product or service, the
business relationship of the licensee to the third party, a description of any fee or commission
which may be received by the licensee, including, but not limited to, any supplemental fee or
commission or other compensation allocable to the client being provided with the product or
service of the third party. Where the product(s) or service(s) cannot be specifically identified at
the time of the initial disclosure, this information shall be included in a supplemental disclosure
within 30 days of receipt of the fee or commission.

“(3) The dollar amount or value of the fee or commission payment(s) or the basis on which
the payment(s) shall be computed.

(¢) The written disclosure shall be on letterhead of the licensed firm or shall be signed by
the licensee. The disclosure statement shall be signed and dated by the client and contain an
acknowledgment by the client that the client has read and understands the information contained
in the disclosure. Supplemental disclosures as described in subsection (b)(2) of Section 56 need
not be signed by the client or by the licensee. The licensee shall retain the disclosure statements

for a period of five years and shall provide copies to the client.”

I
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COST RECOVERY

10.  Section 5107 provides, in pertinent paft:

“(a) The executive officer of the board may request the administrative law judge, as part of
the proposed decision in a disciplinary proceeding, to direct any holder of a permit or certificate
found to have committed a violation or violations of this chapter to pay to the board all reasonable
costs of investigation and prosecution of the case, including, but not limited to, attorneys' fees.
The board shall not recover costs incurred at the administrative hearing.

“(b) A certified copy of the actual costs, or a good faith estimate of costs where actual costs
are not availabie, signed by the executive officer, shall be prima facie evidence of reasonable

costs of investigation and prosecution of the case.

BACKGROUND

11.  Respondent Lightfoot is a certified public accountant whose practice is focused
primarily on providing tax return services. Respondent Lightfoot is a partner in Respondent Firm
(collectively, Respondents). In 2004, Respondent Lightfoot also became licensed to sell
securities and insurance. Beginning in 2005 and continuing for several years thereafter,
Respondent Lightfoot provided tax return services to optometrist J.H. and his business H.O.
Corporation (“collectively, J.H.”). In addition to providing tax return services to J.H., in 2006
Respondent Lightfoot also began providing financial services, offering advice and information to
J.H. about life insurance and an employee welfare benefit plan. In or about 2006, Respondent
Lightfoot sold J.H. an employee welfare benefit plan and a life insurance product. Respondent
Lightfoot received an approximéte commission of $40,000.00 from the third-party provider of the
plan. Respondent Lightfoot also received additional smaller commissions related to this
transaction in 2008, 2009 and 2010. Respondent Lightfoot failed to disclose the existence of
these commissions or the details of the commissions to J.H. as required by state law.

11
11
1"
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FIRST CAUSE FOR DISCIPLINE

(Failure to Disclose Commission)

12, Respondents are subject to disciplinary action under section 5100, subdivision (g), in
conjunction with section 5101 and section 5061 and California Code of Regulations, title 16,
section 56, in that Respondent Lightfoot willfully violated Division 3, Chapter 1, of the Business
and Professions Code and regulations enacted thereunder by providing products and/or services to
a client for a commission without disclosing the commission to the client as required by law.
Complainant refers to, and by this reference incorporates, the allegations set forth above in
paragraph 11, inclusive, as though set forth fully herein.

PRAYER

WHEREFORE, Complainant requests that a hearing be held on the matters herein alleged,
and that following the hearing, the California Board of Accountancy issue a decision:

1. Revoking or suspending or otherwise imposing discipline upon Certified Public
Accountant Certificate Number 63828, issued to David John Lightfoot;

2. Revoking or suspending or otherwise imposing discipline upon Certified Public
Accountantcy Partnership Certificate Number PAR 5691 issued to Lightfoot, Ralls & Lightfoot
C.P.A’s.;

3. Ordering Respondents, jointly and severally, to pay the California Board of
Accountancy the reasonable costs of the investigation and enforcement of this case, pursuant to
Business and Professions Code section 5107;

4.  Taking such other and further action eemed necessary and proper.

Al es &W’ﬂ*—

PATTI BOWERS

Executive Officer

California Board of Accountancy
Department of Consumer Affairs
State of California

Complainant

LA2012506357
51095392.doc
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